Detailed DesaripdEOim off IHte Pirefanred EmtoJmeinitls 

DefaoCed descripttcoins of the pmefenred ©mbodimertt aire provided Iharemi. K os to 
be understood, (however, fiat IHte piresert en^ertcoim may be embodcsd on various foirms. 
Theinsffoire, spscoffcc deteoDs diisctosed hemeim aire not to be oiniteirpinste^ as inmoimg, but 
rather as a basis fox ate dams arafl as a represented^ bases tor teadhoirtg omie sMCed in 
fie art to emmptoy fflte presemrft DwemrttEom) So wttaiiaiDy aimy appropriately detained system, 
stacftyire or mairoirter. 

The primairy dbjjeci off the cwertEoo os flhatt it alto^s aim alltemattwe to muflyaO ffyraJs (wlhcdhi 
may be veny desorabfe to some oiwestoirs) for the omsyrartce iraHysfliry to anse for their Die 
BDmsoirairTce aircd annuity pradycSs. 

Further, oils objective ds to powcde addiiffioinial deowaive piroductts off tthe ETFs for use as 
a hedge on the principal value off the poDicy which os prodded by the fcmestore' 
payments into tthe poOScces. 

Another objective os to increase tthe eticcencces off tthe pofcies done to tthe yncque 
attributes off tthe ETFs which indude flow expense ratios. 

The steps aire: 

1) Establishes variable lis insyraTOe and/or annuity pradyds; 



2) Make avanialbte the varioys ETFs instead off or in audita to mroytyal ffyrafls; 

3) Fox priiniriipal protedSoini of the iinisymed's payinrcerts that go to the piinitiipall arafl 
coimtribajite to the cash vaBye off the pollcqf, the iwertttop pirovcdles {the appUccaiomi off a pott 
opfioini prattecfcn) position. 

A We itrosyrarcce or annuity pollccy os a product thai os comprised off ami yimdleriloiniairtg 
investment vehcde to pravcde the cmsr off the pollccy rath ills desiiined featty res, raeJB 
CmoOT to those iinivestor/o^ineirs off Me onsyrance and anraifes, ratHh anttidpatted capotal 
appreciation over time. TypccaiMy, theme aire feed Cie iinsy ranee and anno oty poDcdes that 
invest on teds oir read estate and have a stabile income ffeaflyire wMdh enahEes the 
pollccy to appreciate at more or l!ess a stabCe trade. 

As an alternative, onsyrance companiies also emptoy vanahCe poBccces to give byyers off 
Hie amid annyitty poiccces the chance off a gireatter relu m on the Cong-tannm arena off 
investing. These poicdes yse inniyttyall ffynds as their pireffenred method of investment to 
hopeMly see capital appreciation off the mine off the pollccy over time. (Many off these 
types off poSccces offer indexed myttyaD ffynds ffirom ^hcch pollccy owners may choose sych 
as the S & P 500, the Dew Jones Din^aiis^aiD Average, the IMASDAQ 100, The RysseM 
2000, and others. 

Onsttead off mytyaD ffynds, Exchange Traded Fwnds can he incorporated Mo the Die 
onsyrance or annyity pollccy and stsDD safety the indysttiry's and insyrance regyOatofs need 
for sylffcceinit doversoicattEom). ETFs trade as a stock on a major exchange, and hence, 
unlite myttyaD ffyirtds, they trade tthroyghoyt the day. Therefore, a poBccy mmm 
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mecogjimDznircgj a favorable time to increase his position inside the policy or deciding to 
re-altocatte positions already established does not have to wail foir the end off the day as 
he mnyst for mutual funds. He may execytte hos decision ommrtediattelly. Due to the 
Scqycdclty of tlhe ETFs, the policy owner can obtain an immediate and efficcertt execution 
to establish hos (mew position. 

A major and highly important port 6s that ETFs can be shorted so that a policy ewer 
has the potential to establish aim appoecoaing position even in a Ibeair market which is 
inpossibCe to do using mutual funds. This allows the policyholder the potential to awed 
a disastrous, proltonged bear mair&ett as proviouslly experienced from years 2000 to 
2003. 

Further, ETFs tend to have Cower expertise raffias associated with their ownership than 
inniuttuat fa rails. Abo, there are to shorit4ennm redemption fees which can be experienced 
using mutual founds. 

Lie and particullarfy annuity policies sometimes have principal guarantee feattyres 
associated with them. With the larger indexed ETFs such as those mertSoned above 
there aire options availabEe that wouGd enable the insurer to offer an option pint 
protection fieattu ire that hedges the prindpWL amoyntt invested by the policy owner. Iff the 
stock mmairfeet tyms bearish, the pytt protection featty re would hedge the depreciation of 
the ETFs. 

Off course, i the stock market is bullish and there is capital appreciation off the ETFs on 



ate policy, then the ptuitbs mil expire \OTrthEess and the cost off the putt options (the 
premium) will detect from the performance off the capote! appreciation off the lb MPs. 
Hence, there 6s a cost for the pant protection hedge placed on the pollicy protecting the 
principal* , 

This process well enabte the (ws off He insurance and annuity poBccces to more 
efficiently receive the benefits afforded to them by the poJicces, and yet, a) have the 
option of a principal! hedge protection ^tthonutt an extended minimum retention period 
(ttypccalllly seven years) and lb) remain siuiUccenffly doveirsfed to the same extent as using 
imuttuaB teds. 

White the invention has been described in connection with a preferred 
embodiment, it is not intended to Dsmit the scope off the invention to the pairtaDair form 
set forth, butt on the contrary, i is intended to cover such alternatives, modiffccattsons, 
and equ ivatents as may be inclluded Within the spirit and scope off the invention as 
defined by the appended dlaoms. 
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